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STATE OF M AINE
KENNEBEC, ss.

SUPERIOR COURT
CIVIL ACTION
DOCKET N O ._____

G. STEVEN ROWE, ATTORNEY GENERAL
)
FOR THE STATE OF MAINE, AND WILLIAM )
N. LUND, DIRECTOR OF THE MAINE OFFICE )
OF CONSUMER CREDIT REGULATION,
)
Plaintiffs,
v.

HOUSEHOLD INTERNATIONAL, INC.
a Delaware corporation,
Defendant.

)
)
)
)
)
)
)
)

COMPLAINT
[Injunctive R elief Requested]

)
)

Plaintiffs G. Steven Rowe, Attorney General for the State o f M aine and W illiam N. Lund,
Director of the Maine Office of Consumer Credit Regulation (collectively, “the State”), bring
this action pursuant to the Maine Unfair Trade Practices Act, 5 M.R.S.A, 207 (2002) and the
Maine Consumer Credit Code, Title 9-A M.R.S.A. (1997 & Supp. 2001). The State seeks,
among other things: a permanent injunction, an order compelling Defendant to pay restitution to
consumers, attorneys’ fees and costs, and an order reforming contracts between Defendant and
Maine consumers.

JURISDICTION AND PARTIES
1.

The State’s authority to bring this action is derived from the Maine Unfair Trade

Practices Act, 5 M.R.S.A. § 209 (2002) and the Maine Consumer Credit Code, 9-A M.R.S.A.
§§ 6-108, 6-110, 6-111 & 6-113 (1997).
2.

Defendant Household International, Inc., a Delaware corporation, and/or its direct

and indirect subsidiaries, affiliates, officers, directors, employees, agents, related entities,
successors, and assigns (collectively, “Household”), at all times m entioned herein, have
transacted business within the State o f Maine, County o f Kennebec. The violations o f law

alleged herein were committed throughout the State o f M aine and in the County o f
Kennebec.

GENERAL ALLEGATIONS
3. In the ordinary course o f business, direct or indirect subsidiaries o f Household
Finance Corporation (“HFC”), a subsidiary o f Defendant Household International, Inc.,
have negotiated and entered into real estate secured loans with consumers in the State of
Maine. These real estate secured loans were made from.or at Household’s retail lending
branches betw een January 1, 1999, and September 30, 2002 (“the Covered
Transactions”).
4. State attorneys general and state financial regulators in this State and/or in
other states have received and investigated complaints and conducted examinations
concerning the Covered Transactions. Those complaints and investigations related to
Household’s conduct with respect to the following practices (collectively, “the Lending
Practices”):
A. Two real estate secured loans made at or near the same date to the same
consumer (“split loans” , or “loan-splitting”!: The State alleges that such loans were made
through unfair and deceptive means, including, but not limited to, misrepresentations or
omissions concerning the number o f loans, misrepresentation o f the benefits o f
refinancing and debt consolidation with the high-cost split loans; use o f the second loan
as a result o f the high amount o f points and fees financed as part o f the primary loan; and
as a means to make high loan-to-value mortgage loans which had the effect o f preventing
borrowers from seeking to refinance with lower rate lenders.
B.

Loan points and origination fees: The State alleges that Defendant failed

to provide timely and adequate information to borrowers concerning the amount and
purpose o f the putative “discount” or “buy-down” points and fees imposed on their loans,
including, but not limited to, failing to provide meaningful early disclosures as required
by law, 24 C.F.R. 3500.7, and the Maine Consumer Credit Code, 9-A M.R.S.A. § 8-
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206(3),
C.

Misrepresentation of interest rates: The State alleges that Defendant

misrepresented the interest rates to be charged on loans through such means as using a
“low-ball” rate purporting to be an “effective” rate or an equally deceptive term. Such
misrepresentations and omissions occurred in the context o f Defendant’s attempting to
disguise a high-rate mortgage as a low-rate mortgage through use o f (for payment o f an
additional fee) a bi-weekly payment plan. Defendant failed to inform consumers that
accelerated principal reduction occurred through making extra payments, instead
misleading consumers into thinking the savings were attributable to lower interest
charges than the loans provided for. Additionally, Defendant made misleading
comparisons between rates on existing debts that applicants were considering refinancing
or consolidating and the rate(s) to be charged on D efendant’s proposed loan or loans.
D.

M onthly payment amounts: The State alleges that Defendant failed to

inform consumers that higher payments, rather than low er rates, were the feature o f the
bi-weekly payment program which would result in overall savings in finance charges,
further, in making sales presentations with respect to refinancing and debt consolidation
applications, Defendant made misleading comparisons o f m onthly paym ent obligations
between existing debts and the proposed new loan or loans to be made by Defendant.
E.

Single premium credit and other insurance product: The State alleges that

Defendant engaged in a pattern o f “insurance packing,” including, but not limited to,
misleading consumers as to the voluntary nature o f the insurance, the price o f the
insurance, and the benefits and/or term o f the insurance.
F.

Prepayment penalties: The State alleges that Defendant engaged in a

practice o f misleading consumers about the presence o f prepayment penalties on their
loans, and imposed prepayment penalties in violation o f state law.
G.

Unsolicited loans offered through an unsolicited negotiable check that the

consumer can accent by endorsing and depositing or transferring the check (“live

[3]

checks’'): The State alleges that Defendant used “live checks” as a “bait” to make highcost mortgage loans; used misleading representations; and failed to adequately inform
consumers that the unsolicited check was a loan.
H.

Practices with regard to home equity lines o f credit: The State alleges that

Defendant extended what was in substance closed-end credit disguised as open-end credit
with the intent to avoid making meaningful disclosures concerning the payment terms,
such as the existence o f large balloon payments. The State further alleges that Defendant
extended what was in substance closed-end credit with APRs in excess o f 10% over the
U.S. Treasury Rate for comparable maturities, which Defendant disguised as open-end
credit to evade the requirements o f the Home Ownership and Equity Protection Act, 15
U.S.C. § 1539.
I.

Loan billing practices relating to simple interest calculations: The State

alleges that D efendant's practices by which payments were credited to accounts on the
basis o f the number o f days between payments frequently resulted in situations in which
scheduled payments were insufficient to pay accrued interest, creating a shortfall in
interest (“interest short”), which resulted in excess finance charge costs for borrowers.
Such shortfalls could occur even when payments were not late. Defendant further made .
representations concerning the opportunity to “skip a payment” without informing
consumers that doing so would result in “interest short” situations. Defendant failed to
provide borrowers w ith material information necessary to avoid such extra charges.
J.

Balloon paym ents: The State alleges that Defendant extended credit to

borrowers on terms that would eventually require balloon payments, without disclosing to
borrowers the existence or amount o f the balloon payments.
K.

Payoff inform ation: The State alleges that Defendant failed to provide

timely payoff information, which impeded borrowers' efforts to seek refinancing
elsewhere.
L.

N on English language documentation: The State alleges that Defendant

[4]

engaged in unfair and deceptive practices by failing to provide meaningful descriptions of
loan terms to non-English-speaking borrowers.
M.

Net tangible benefit in loan refinancing: The State alleges that Defendant

engaged in the practice of refinancing its own or other loans, thereby imposing additional
fees and costs, where the new loan provided no net tangible benefit to the consumer.

COUNT I
VIOLATIONS OF THE MAINE UNFAIR TRADE PRACTICES ACT
5.

The State realleges and incorporates by reference the allegations o f

Paragraphs 1 to 4 o f this Complaint.
6.

Defendant, through its direct and indirect subsidiaries, engaged in trade or

commerce within the meaning o f the Maine Unfair Trade Practices Act, 5 M .R.S.A.
§ 207 (2002) by making loans to consumers in the “sub-prime” mortgage loan market.
Defendant advertised, offered, solicited sales of, and sold real estate secured loans and
related goods and services to Maine consumers.
7.

Defendant, through its direct and indirect subsidiaries, engaged in the

business o f making loans to Maine consumers that were secured by those consum ers’
homes. Defendant used misleading, unfair or deceptive promotions, marketing and sales
techniques to induce primarily low and mo derate-income homeowners to refinance their
mortgages and consolidate their debts using Household’s real estate secured loan
products.
8.

In the course o f its dealings with consumers and in furtherance o f its own

direct pecuniary and business gains, Defendant committed deceptive or unfair acts, or
made material misrepresentations or omissions in violation o f the M aine Unfair Trade.
Practices Act, 5 M.R.S.A. § 207 (2002).

COUNT II
VIOLATIONS OF THE MAINE CONSUMER CREDIT CODE
9.

The State realleges and incorporates by reference the allegations o f
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engaged in unfair and deceptive practices by failing to provide meaningful descriptions of
loan terms to non-English-speaking borrowers.
M.

Net tangible benefit in loan refinancing: The State alleges that Defendant

engaged in the practice o f refinancing its own or other loans, thereby imposing additional
fees and costs, where the new loan provided no net tangible benefit to the consumer.

COUNT I
VIOLATIONS OF THE MAINE UNFAIR TRADE PRACTICES ACT
5.

The State realleges and incorporates by reference the allegations o f

Paragraphs 1 to 4 o f this Complaint.
6.

Defendant, through its direct and indirect subsidiaries, engaged in trade or

commerce within the meaning o f the Maine Unfair Trade Practices Act, 5 M.R.S.A.
§ 207 (2002) by making loans to consumers in the “sub-prime” mortgage loan market.
Defendant advertised, offered, solicited sales of, and sold real estate secured loans and
related goods and services to Maine consumers.
7.

Defendant, through its direct and indirect subsidiaries, engaged in the

business of making loans to Maine consumers that were secured by those consum ers’
homes. Defendant used misleading, unfair or deceptive promotions, marketing and sales
techniques to induce primarily low and moderate-income homeowners to refinance their
mortgages and consolidate their debts using Household’s real estate secured loan
products.
8.

In the course o f its dealings with consumers and in furtherance o f its own

direct pecuniary and business gains, Defendant committed deceptive or unfair acts, or
made material misrepresentations or omissions in violation o f the M aine U nfair Trade.
Practices Act, 5 M.R.S.A. § 207 (2002).

COUNT II
VIOLATIONS OF THE MAINE CONSUMER CREDIT CODE
9.

The State realleges and incorporates by reference the allegations o f
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Paragraphs 1 to 8 o f this Complaint,
10.

The D efendant’s actions constitute violations o f the Maine Consumer

Credit Code, Title 9-A M.R.S.A. (1997 & Supp. 2001). R elief for such violations as
prayed for herein is available pursuant to 9-A M.R.S.A. §§ 6-108, 6-110, 6-111 Sc 6-113
(1997).
W HEREFORE, Plaintiff prays for judgment as follows:
A.

Pursuant to 5 M.R.S.A. § 209 and 9-A M.R.S.A. §§ 6-110 Sc 6-111, that

Defendant, its direct and indirect subsidiaries, affiliates, officers, directors, employees,
agents, related entities, successors, and assigns, and any and all other persons who act
under, by, through, or on behalf o f Defendant be permanently restrained and enjoined
from the following:
(1) M aking or disseminating any misleading unfair or deceptive
representations in violation o f 5 M.R.S.A. § 207 (2002) and/or 9-A
M .R.S.A. § 5-115 (1997), relating to the marketing or sale o f loans to
consumers.
(2) Doing any o f the wrongful acts referenced in this Complaint or any
other act in violation o f the Maine Unfair Trade Practices Act, 5
M.R.S.A, 207 (2002) and/or the Maine Consumer Credit Code, Title
9-A M .R.S.A. (1997 & Supp. 2001), relating to the business o f making
retail residential loans to consumers.
B.
C.

' That Defendant make restitution to consumers.
That the State be awarded its attorneys’ fees and costs, and other

appropriate amounts available under state law.
D.

That the State be awarded such other and further relief as the Court deems

just, proper and equitable under the circumstances.

[6 ]

Dated at Augusta, Maine this ^

day o f December, 2002

G. STEVEN ROWE
Maine Attorney General

WILLIAM N. LUND
Director o f the Office o f Consumer Credit Regulation
Department o f Professional and Financial Regulation

Carlos Diaz
Assistant Attorney General
Maine Bar Registration No. 8015
Office o f the Attorney General
6 State House Station
Augusta, Maine 04333-0006
Telephone: (207)626-8800
Counsel for the Plaintiffs
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STATE OF MAINE
KENNEBEC, ss.

SUPERIOR COURT
CrVIL ACTION
DOCKET NO. CV-02-255

G. STEVEN ROWE, ATTORNEY GENERAL
)
FO R THE STATE OF MAINE, AND W ILLIAM )
N : LUND, DIRECTOR OF THE MAINE OFFICE )
OF CONSUMER CREDIT REGULATION,
)
)

Plaintiffs,

)
)
)
)
)
)
)

HOUSEHOLD INTERNATIONAL, INC.
a Delaware corporation,
Defendant.

ORDER AMENDING
CONSENT JUDGMENT

)
)

Good Cause having been shown, and the Parties having so stipulated:
IT IS ORDERED that the stipulated Consent Judgment in this Matter, a true and correct
copy o f which is attached as Exhibit 1 to the Stipulation to Amend Consent Judgment filed on
October 31, 2003, shall be amended nunc pro tunc to April 1, 2003 as set forth in the Stipulation
to Amend Consent Judgment, so that the Parties to the Stipulated Consent Judgment may realize
their mutual intent of maximizing the amount o f restitution that may be distributed to eligible
consumers, net of taxes on the Restitution Funds, and o f malting ministerial changes to the
language of the borrower releases.

Dated:

3
Justice, Superior Court

[ 1]

R e g io n a l O f f i c e s :

>‘4 r

84 Harlow St ., 2 nd F loor
Bangor, Maine 04401
T el : (207) 941-3070
F ax: (207) 941-3075

G . S tev en R ow e
ATTORNEY GENERAL

Telephone: (207] 626-8800
TD0: (207) 626-8865

S tate of M aine
O ffice of th e A tto r n ey G eneral
6 S tate H ouse S tation
A ug usta , M ain e 0 4 3 3 3 -0 0 0 6

44 Oak Street, 4 th Floor
P ortland, M aine 04101-3014
T el : (207) 822-0260
F ax: (207) 822-0259
TDD: (877) 428-8800
128 S weden S t ., Ste , 2
Cariboo, Maine 04736
T el: (207) 496-3792
Fax : (207) 496-3291

October 31, 2003
Nancy Desjardin, Clerk
Kennebec County Superior Court
95 State Street
Augusta, Maine 04330
Re:

State of Maine v. Household International, Inc,
Civil Action Docket No. CV-02-255

Dear Ms. Desjardin:
We are ’writing regarding the Stipulation to Amend Consent Judgment in this matter, filed
concurrently with this letter. The Stipulated Consent Judgment was entered on December 18,
2002, and, provides this Court with the authority to amend the Judgment.
The Stipulation to Amend the Judgment is acceptable to all parties to this matter and does
not modify the injunctive relief or restitution awarded under the terms of the judgment entered in
this matter on December 18, 2002. Rather, the purpose of the amendments to the judgment is to
characterize the settlement fund and administrative fund established under the terms of the
judgment as sub-funds of a single restitution fund. Additionally, there are minor typographical
changes to the language of the release form to be signed by customers receiving restitution under
the terms of the judgment.
Also, the amendments are retroactive to April 1, 2003 rather than the date the judgment
was entered, because Household International’s current fiscal year started on April 1,2003, and
no administrative expenses were incurred prior to that date.
Please bring this matter to the Court’s attention at your earliest convenience. Thank you
for your assistance.
Sincerely,

LINDA J. UUJN U
Assistant Attorney General
Enclosure
cc:

Joseph H. Groff HI, Esq.

Printed on Recycled Paper

STATE OF MAINE
KENNEBEC, ss.

SUPERIOR COURT
CIVIL ACTION
DOCKET NO. CV-02-255

G. STEVEN ROWE, ATTORNEY GENERAL
FOR THE STATE OF MAINE, AND W ILLIAM
N. LUND, DIRECTOR OF THE MAINE OFFICE
OF CONSUMER CREDIT REGULATION,

)
)
)
)
)
)

Plaintiffs,

)
)
)
)
)
)

v.

HOUSEHOLD INTERNATIONAL, INC.
a Delaware corporation,
'
Defendant.

STIPULATION TO AMEND
CONSENT JUDGMENT

)
)

___________________________________________________ )

Plaintiffs, G. Steven Rowe, Attorney General for the State o f Maine, and William N.
Lund, Director o f the Maine Office of Consumer Credit Regulation (collectively, “the State”),
and Defendant Household, International Inc., a Delaware Corporation (“H ousehold”), and its
counsel, Jensen Baird Gardner & Henry, hereby stipulate and agree as set forth herein:
1.

Paragraph 2 of the Consent Judgm ent entered in this matter on December 18,

2002 (“the Judgment”) provides that this Court retains jurisdiction to enforce the terms and
conditions o f the Judgment, and Paragraph 38 o f the Judgm ent further authorizes this Court to
modify the terms o f the Judgment.

1

2.

The Parties seek to amend the Judgment retroactively to April 1, 2003 for the

purpose of realizing their mutual intent o f maximizing the amount o f restitution that may be
distributed to eligible consumers, net of taxes on the Restitution Funds, and o f making
ministerial changes to the language of the borrower releases.
3.

The Parties stipulate that the Judgment may be amended retroactive to April 1,

2003, as follows, w ith sections affected by the amendments indicated in bold:

a.

P rior to paragraph 4, “Restitution,” the following language shall be

added:
“As and for restitution to Borrowers who had Covered Transactions,
Household shall establish a fund (“the Restitution Fund”) which shall consist
of two segregated sub-funds, the California Settlement Fund, which is
defined as a qualified settlement fund within the meaning of Treasury
Regulation Section 1.468B-1, or any corresponding successor provision,
pursuant to Paragraph 4(H) of the Consent Judgment dated December 18,
2002, and the Administrative Fund, as hereinafter provided. The Restitution
Fund, including monies held in both the California Settlement Fund and the
Administrative Fund, is also intended to be a qualified settlement fund
within the meaning of Treasury Regulation Section 1.468B-1 or any
corresponding successor provision,”;
b.

Paragraph 4(B) shall be amended to provide as follows:
“B.

The State o f M aine’s share o f the California Settlement Fund shall be

$ 1,637,316.00 as provided in Exhibit A, plus any net, post-tax interest earned on that
sum. The State shall use its share o f the California Settlement Fund and net, post-tax
interest solely to provide restitution to Borrowers or to pay those administrative costs

not paid by the Administrative Fund, as set forth in the Settlement Administration
section below. The State shall have sole discretion to determine the manner in which it

will provide restitution for the Lending Practices to Borrowers who had Covered
Transactions, including criteria for choosing w hich Borrowers shall receive any
restitution and the amount to distribute to each. The State will determine its own criteria
for allocating restitution and other relief to a broad number o f Borrowers. The restitution
■awarded under the terms o f this Stipulated Judgment is not and shall not be considered as
forgiven debt. Should there be residual funds rem aining after initial distribution to
Borrowers and payment o f all administrative costs and expenses, such funds shall be
distributed to Borrowers and shall not revert to the State, except that the State shall
determine how to use any funds that are associated w ith un-negotiated settlement checks
. in accordance w ith Maine law.”

c.

Paragraph 4(E) shall be amended to provide as follows:
“E.

The California Settlement Fund is intended for restitution to

Borrowers affected by the Lending Practices for the Covered Transactions, and

for payment or reimbursement of administrative expenses that are not paid
by the Administrative Fund under Paragraph 28 of this Stipulated
Judgment, and does not include any monies for tines, penalties or punitive
damages.”

d.

Paragraph 4(H) shall be amended to provide as follows:
As part of the Restitution Fund, the M aine ’Settlement Fund will continue to be

characterized as a qualified settlement fund w ithin the meaning o f Treasury Regulation
Section 1.468 B -l or any corresponding successor provision, as provided in

paragraph 4(H) of the Consent Judgm ent entered December 18, 2002.
e.

Paragraph 28(A) shall be amended to provide as follows:
“A.

Household shall choose and retain an adm inistrator ("the

Administrator") to administer the process of providing restitution to
Borrowers and of paying the administrative expenses incurred. For the

purpose o f protecting the proprietary and customer information to be provided to
it by Household, the Administrator shall be solely an agent o f Household. The
identity and contract o f the Administrator and any successor administrator shall
be subject to the approval of two-thirds (2/3) o f the number o f Settling States.
Household shall select the Administrator in a prompt manner in cooperation with
the Settling States.”

f.

Paragraph 28(C) shall be amended to provide as follows:
“C.

Following the Effective Date and as hereinbefore provided,

Household shall establish and fund a separate administrative fund or
subfund (“the Administrative Fund”) for payment of the Administrator’s
administrative fees and expenses. In no event will Household be required to
contribute to the Administrative Fund, cumulatively, an amount which
exceeds the contribution defined in this paragraph 28(c). The amount o f
Household's contribution to the Administrative Fund shall be calculated on a per
state basis in an amount equal to the greater o f 2% o f each settling state's pro rata
share of the Settlement Fund or $20,000. The State o f M aine’s share o f the
Administrative Fund is $32,746.32. Any fees or expenses of the Administrator

in excess of the amount held in the Administrative Fund and allocable to the
State of Maine under this Consent Judgment shall be paid from Maine’s
share of the Settlement Fund, and shall hot be a separate debt of the State. In
addition, Household shall be responsible for any costs o f the Administrator,
including attorneys’ fees and costs o f litigation, related to maintaining the
confidentiality o f customer and proprietary information against third party
requests.”

g.

Paragraph 28(D) shall be amended to provide as follows:
“D.

Upon selection of the Administrator and establishment of the
4

Administrative Fund, the Adm inistrator shall receive an initial payment
from the Administrative Fund in an amount to be agreed upon with the
Settling States. Thereafter, the Administrator will be paid from the
Administrative Fund as provided in the Administrator's agreement with
Household, and will send copies o f all bills to the State o f M aine.”

h.

Paragraph 28(E)(6)(b) shall be amended to provide as follows:
“b.

A full and complete quarterly accounting o f all charges and fees

allocated to and charged against the State’s designated share of the

Administrative Fund.”
i.

A new Paragraph 28(H) shall be added, which will provide as follows:
“H.

Income taxes on income earned by the Administrative Fund, if

any, shall be paid out of the income earned by the Administrative Fund.
Monies remaining in the Administrative Fund following termination of the
settlement administration and payment of all administrative expenses shall
revert to Household.”
j.

A new Paragraph 28(1) shall be added, which will provide as follows:
“I.

Income taxes on income earned by the Settlement Fund, if any,

shall be paid out of the income earned by the Settlement Fund.”
k.

Paragraph 32 shall be amended to provide as follows:

“32.

Releases from Borrowers. Each Borrower who receives a payment from

the Settlement Fund shall first execute the following general release o f
Household: “In consideration for the restitution received, I/we hereby release
Household horn all civil claims and causes o f action which I/we may have as of
the date of this release agreement, in contract in tort (including, but not limited
to, personal injury and emotional distress), in statute, regulation or common law,
and whether in an administrative or judicial proceeding, w hether known or

unknown, threatened or unasserted, that arise from or are related to the restitution
received or the following lending practices by Household in connection w ith the
above referenced account num b ers for my real estate secured loans originated
by Household's retail branches from January 1, 1999 through September 30, 2002:
Household's conduct with respect to multiple real estate secured loans that are
made at or near the same date to the same Borrower (i.e., “split loans”), loan
points and origination fees, interest rates, monthly payment amounts, single
prem ium credit and other insurance products, prepayment penalties, loans offered
through a negotiable check (i.e., “live checks”), home equity lines o f credit, loan
billing practices relating to simple interest calculations, balloon payments, payoff
information, non English language documentation, and net tangible benefit in loan
refinancing. Notwithstanding this release, I/w e may affirmatively or defensively
assert any claim or defense that I/w e have with respect to my loan with
Household in response to a judicial or threatened non-judicial foreclosure,
including those related to the lending practices listed in this release. However,
I/w e agree that the otherwise released claims cannot form the basis for an
affirmative monetary recovery to me against Household. For purposes of this
release, “Household” means Household International, Inc., Household Finance
Corporation, Beneficial Corporation, and their direct and indirect subsidiaries,
affiliates, officers, directors, employees, agents, related entities, successors, and
assigns.” The release shall be written in both English and Spanish.”
4.

The Parties stipulate that these amendments may be entered retroactively to April

1,2003. All provisions of the Amended Stipulated Judgment other than the amendments set
forth above remain identical to the provisions o f the Consent Judgment entered on December 18,
2002, and this Stipulation is not intended to and shall not be interpreted as amending any terms
of that Judgment other than those set forth above.
6

IT IS SO STIPULATED.

Dated:

O

< A o \x -

~ V D) Kf J
‘

Joseph H. Groff III

\

Jensen Baird Gardner & Henry
TetrFree Street
P .O .B o x 4510
Portland, Maine 04112

Vj

Attorney for H ousehold International, Inc.

Dated;
Linda J. Conti
^ / '
Maine B arN o. 3638 V ,-/
Assistant Attorney General
6 State House Station
Augusta, M aine 04333-0006
(207)626-8591
Attorney for State o f Maine
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STATE OF MAINE
KENNEBEC, ss.

SUPERIOR COURT
CIVIL ACTION
DOCKET N O .____

G. STEVEN ROWE, ATTORNEY GENERAL
FOR THE STATE OF MAINE, AND WILLIAM
N. LUND, DIRECTOR OF THE MAINE OFFICE
OF CONSUMER CREDIT REGULATION,
Plaintiffs,

v.

)
)
)
)
)
)
)

)
)
)

HOUSEHOLD INTERNATIONAL, INC.
a Delaware corporation,

COMPLAINT
[Injunctive Relief Requested]

)
)
)

Defendant.

)

Plaintiffs G. Steven Rowe, Attorney General for the State of Maine and William N. Lund,
Director of the Maine Office of Consumer Credit Regulation (collectively, “the State”), bring
this action pursuant to the Maine Unfair Trade Practices Act, 5 M.R.S.A, 207 (2002) and the
Maine Consumer Credit Code, Title 9-A M.R.S.A. (1997 & Supp. 2001). The State seeks,
among other things: a permanent injunction, an order compelling Defendant to pay restitution to
consumers, attorneys’ fees and costs, and an order reforming contracts between Defendant and
Maine consumers.
JURISDICTION AND PARTIES

1.

The State’s authority to bring this action is derived from the Maine Unfair Trade

Practices Act, 5 M.R.S.A. § 209 (2002) and the Maine Consumer Credit Code, 9-A M.R.S.A.
§§ 6-108, 6-110, 6-111 & 6-113 (1997).
2.

Defendant Household International, Inc., a Delaware corporation, and/or its direct

and indirect subsidiaries, affiliates, officers, directors, employees, agents, related entities,
successors, and assigns (collectively, “Household”), at all times mentioned herein, have
transacted business within the State of Maine, County of Kennebec. The violations of law

alleged herein were committed throughout the State of Maine and in the County of
Kennebec,
GENERAL ALLEGATIONS

3. In the ordinary course of business, direct or indirect subsidiaries of Household
Finance Corporation (“HFC”), a subsidiary of Defendant Household International, Inc.,
have negotiated and entered into real estate secured loans with consumers in the State of
Maine. These real estate secured loans were made from.or at Household's retail lending
branches between January 1, 1999, and September 30, 2002 (“the Covered
Transactions”).
4. State attorneys general and state financial regulators in this State and/or in
other states have received and investigated complaints and conducted examinations
concerning the Covered Transactions. Those complaints and investigations related to
Household’s conduct with respect to the following practices (collectively, “the Lending
Practices”):
A, Two real estate secured loans made at or near the same date to the same
consumer (“split loans”, or “loan-splitting”): The State alleges that such loans were made
through unfair and deceptive means, including, but not limited to, misrepresentations or
omissions concerning the number of loans, misrepresentation of the benefits of
refinancing and debt consolidation with the high-cost split loans; use of the second loan
as a result of the high amount of points and fees financed as part of the primary loan; and
as a means to make high loan-to-value mortgage loans which had the effect of preventing
borrowers from seeking to refinance with lower rate lenders.
B,

Loan points and origination fees: The State alleges that Defendant failed

to provide timely and adequate information to borrowers concerning the amount and
purpose of the putative “discount” or “buy-down” points and fees imposed on their loans,
including, but not limited to, failing to provide meaningful early disclosures as required
by law, 24 C.F.R. 3500.7, and the Maine Consumer Credit Code, 9-A M.R.S.A. § 8[2]

206(3).

C.

Misrepresentation of interest rates: The State alleges that Defendant

misrepresented the interest rates to be charged on loans through such means as using a
“low-ball” rate purporting to be an “effective” rate or an equally deceptive term. Such
misrepresentations and omissions occurred in the context of Defendant’s attempting to
disguise a high-rate mortgage as a low-rate mortgage through use of (for payment of an
additional fee) a bi-weekly payment plan. Defendant failed to inform consumers that
accelerated principal reduction occurred through making extra payments, instead
misleading consumers into thinking the savings were attributable to lower interest
charges than the loans provided for. Additionally, Defendant made misleading
comparisons between rates on existing debts that applicants were considering refinancing
or consolidating and the rate(s) to be charged on Defendant’s proposed loan or loans.
D.

Monthly payment amounts: The State alleges that Defendant failed to

inform consumers that higher payments, rather than lower rates, were the feature of the
bi-weekly payment program which would result in overall savings in finance charges.
Further, in making sales presentations with respect to refinancing and debt consolidation
applications, Defendant made misleading comparisons of monthly payment obligations
between existing debts and the proposed new loan or loans to be made by Defendant.
E.

Single premium credit and other insurance product: The State alleges that

Defendant engaged in a pattern of “insurance packing,” including, but not limited to,
misleading consumers as to the voluntary nature of the insurance, the price of the
insurance, and the benefits and/or term of the insurance.
F.

Prepayment penalties: The State alleges that Defendant engaged in a

practice of misleading consumers about the presence of prepayment penalties on their
loans, and imposed prepayment penalties in violation of state law.
G.

Unsolicited loans offered through an unsolicited negotiable check that the

consumer can accept bv endorsing and depositing or transferring the check (“live
[3]

checks”): The State alleges that Defendant used “live checks” as a “bait” to make highcost mortgage loans; used misleading representations; and failed to adequately inform
consumers that the unsolicited check was a loan.
H.

Practices with regard to home equity lines of credit: The State alleges that

Defendant extended what was in substance closed-end credit disguised as open-end credit
with the intent to avoid making meaningful disclosures concerning the payment terms,
such as the existence of large balloon payments. The State further alleges that Defendant
extended what was in substance closed-end credit with APRs in excess of 10% over the
U.S. Treasury Rate for comparable maturities, which Defendant disguised as open-end
credit to evade the requirements of the Home Ownership and Equity Protection Act, 15
U.S.C. § 1639.
I.

Loan billing practices relating to simple interest calculations: The State

alleges that Defendant’s practices by which payments were credited to accounts on the
basis of the number of days between payments frequently resulted in situations in which
scheduled payments were insufficient to pay accrued interest, creating a shortfall in
interest (“interest short”), which resulted in excess finance charge costs for borrowers.
Such shortfalls could occur even when payments were not late. Defendant further made
representations concerning the opportunity to “skip a payment” without informing
consumers that doing so would result in “interest short” situations. Defendant failed to
provide borrowers with material information necessary to avoid such extra charges.
J.

Balloon payments: The State alleges that Defendant extended credit to

borrowers on terms that would eventually require balloon payments, without disclosing to
borrowers the existence or amount of the balloon payments.
K.

Payoff information: The State alleges that Defendant failed to provide

timely payoff information, which impeded borrowers’ efforts to seek refinancing
elsewhere.
L.

Non English language documentation: The State alleges that Defendant
[4]

engaged in unfair and deceptive practices by failing to provide meaningful descriptions of
loan terms to non-English-speaking borrowers.
M.

Net tangible benefit in loan refinancing: The State alleges that Defendant

engaged in the practice of refinancing its own or other loans, thereby imposing additional
fees and costs, where the new loan provided no net tangible benefit to the consumer,
C O UNTI
VIOLATIONS OF THE MAINE UNFAIR TRADE PRACTICES ACT

5.

The State realleges and incorporates by reference the allegations of

Paragraphs 1 to 4 of this Complaint.
6.

Defendant, through its direct and indirect subsidiaries, engaged in trade or

commerce within the meaning of the Maine Unfair Trade Practices Act, 5 M.R.S.A.
§ 207 (2002) by making loans to consumers in the “sub-prime” mortgage loan market.
Defendant advertised, offered, solicited sales of, and sold real estate secured loans and
related goods and services to Maine consumers.
7.

Defendant, through its direct and indirect subsidiaries, engaged in the

business of making loans to Maine consumers that were secured by those consumers’
homes. Defendant used misleading, unfair or deceptive promotions, marketing and sales
techniques to induce primarily low and moderate-income homeowners to refinance their
mortgages and consolidate their debts using Household’s real estate secured loan
products.
8.

In the course of its dealings with consumers and in furtherance of its own

direct pecuniary and business gains, Defendant committed deceptive or unfair acts, or
made material misrepresentations or omissions in violation of the Maine Unfair Trade
Practices Act, 5 M.R.S.A. § 207 (2002).
COUNT II
VIOLATIONS OF THE MAINE CONSUMER CREDIT CODE

9.

The State realleges and incorporates by reference the allegations of
[5]

Paragraphs 1 to 8 of this Complaint.
10.

The Defendant’s actions constitute violations of the Maine Consumer

Credit Code, Title 9-A M.R.S.A. (1997 & Supp. 2001). Relief for such violations as
prayed for herein is available pursuant to 9-A M.R.S.A. §§ 6-108, 6-110, 6-111 & 6-113
(1997).
WHEREFORE, Plaintiff prays for judgment as follows:
A.

Pursuant to 5 M.R.S.A. § 209 and 9-A M.R.S.A. §§ 6-110 & 6-111, that

Defendant, its direct and indirect subsidiaries, affiliates, officers, directors, employees,
agents, related entities, successors, and assigns, and any and all other persons who act
under, by, through, or on behalf of Defendant be permanently restrained and enjoined
from the following:
(1) Making or disseminating any misleading unfair or deceptive
representations in violation of 5 M.R.S.A. § 207 (2002) and/or 9-A
M.R.S.A. § 5-115 (1997), relating to the marketing or sale of loans to
consumers,
(2) Doing any of the wrongful acts referenced in this Complaint or any
other act in violation of the Maine Unfair Trade Practices Act, 5
M.R.S.A. 207 (2002) and/or the Maine Consumer Credit Code, Title
9-A M.R.S.A. (1997 & Supp. 2001), relating to the business of making
retail residential loans to consumers.
B.

That Defendant make restitution to consumers.

C.

That the State be awarded its attorneys’ fees and costs, and other

appropriate amounts available under state law.
D.

That the State be awarded such other and further relief as the Court deems

just, proper and equitable under the circumstances.
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Dated at Augusta, Maine this ^

day of December, 2002

G. STEVEN ROWE
Maine Attorney General

WILLIAM N. LUND
Director of the Office of Consumer Credit Regulation
Department of Professional and Financial Regulation

Carlos Diaz
Assistant Attorney General
Maine Bar Registration No. 8015
Office of the Attorney General
6 State House Station
Augusta, Maine 04333-0006
Telephone: (207) 626-8800
Counsel for the Plaintiffs
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STATE OF M AINE
KENNEBEC, ss.

SUPERIOR COURT
CIVIL ACTION
DOCKET NO. Ç y / ù g ^ e à

G. STEVEN ROW E, A TTORNEY GENERAL
FOR THE STATE OF M AINE, AND WILLIAM
N. LUND, D IRECTO R OF THE MAINE OFFICE
OF CONSUM ER CREDIT REGULATION,

)
.)
)
)
)

Plaintiffs,

)
)

v.

)

CONSENT JUDGMENT

)
)
)
)

HOUSEHOLD INTERNATIONAL, INC.
a Delaware corporation,
Defendant.

)
)

It appearing to the Court that Plaintiffs G. Steven Rowe, Attorney General for the State o f
Maine, and W illiam N. Lund, Director o f the Maine Office o f Consumer Credit Regulation
(collectively, “the State”) and Defendant Household International, Inc., on behalf o f itself, its
direct and indirect subsidiaries, affiliates, officers, directors, employees, agents, related entities,
successors, and assigns (collectively, “Household”) have resolved the matters in controversy
between them and have consented to the terms of this judgment, as follows:
I.

DEFINITIONS

For purposes o f this Consent Judgment, the following Definitions apply:
A.

“A nnual Percentage Rate” or “APR” means the measure o f the cost of credit

expressed as a yearly rate, calculated according to the provisions o f the federal Truth-in-Lending
A c t 15 U.S.C. §1601, etseq.. and the regulations promulgated thereunder.

B. “Balloon Payment'5 means a scheduled final payment that is more than twice as large
as the average of earlier scheduled monthly payments.
C. “Potential Borrower” means an individual who is seeking or receiving information
about real estate secured credit from Household.
D. “Borrower” means an individual who has consummated with Household a real estate
secured loan transaction.
E. “Closing” means the process during which a Borrower executes a note and security
instrument regarding a lien on real property that is subject to a mortgage loan.
F.

“Consent Judgment” means any binding and enforceable judgment or other final

agreement regarding the Lending Practices for the Covered Transactions between the Settling
States and Household, whether judicial or administrative, styled as appropriate under each
State's law.
G.

“Covered Transactions” means the real estate secured loans, including Personal

Homeowner Loans, and also includes those unsecured Live Check loans which were paid off
with the proceeds of a Household real estate secured loan, originated by Household’s retail
lending branches during the period January 1, 1999 through September 30, 2002.
H. “Discount Points” means points paid by the Borrower at the time o f origination o f a
mortgage loan for the purpose o f reducing the interest rate or time-price differential applicable to
the loan.
I. “Home Equity Line of Credit” or “H ELO C” means an open-end line o f credit, as
defined in Truth in Lending Regulation Z, 12 C.F.R. §226.2(a)(20), that is secured by real estate.
J. “HOEPA” means the federal Home Ownership and Equity Protection Act, 15 U.S.C.
§1639, including subsequent amendments.
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K.

“Live Check” means an unsolicited negotiable check delivered by Household to a

consumer who may receive an unsecured loan by negotiating the check.
L. “Open-end Credit” m eans an open-end line of credit as defined in Regulation Z, 12
C.F.R. § 226, including subsequent amendments.
M. “Personal Homeowner Loan” means the Household real estate secured loan product
that is underwritten in a manner similar to unsecured loans.
N.

“RESPA” means the federal Real Estate Settlement Procedures Act of 1974, 12

U.S.C. 2601 et seq,, and Regulation X, promulgated pursuant thereto, 24 C.F.R. §3500, including
subsequent amendments.
O.

“Settling States” m eans the States or Commonwealths, including the District o f

Columbia, that file, on or before December 16, 2002, fully executed Consent Judgments
resolving w ith Household the m atters set forth herein.
P. “Subordinate Loan” m eans a loan secured by a lien on real property that is subject to
one or more prior liens on the sam e real property.
Q.

“TILA” means the federal Truth-in-Lending Act, 15 U.S.C. §1601 et seq., and

Regulation Z, promulgated pursuant thereto, 12 C.F.R. §226, including subsequent amendments.
II.
1.

STIPULATED RECITALS

Defendant H ousehold International, Inc. Is a Delaware corporation headquartered

in Prospect Heights, Illinois.
2.

In the ordinary course of business, direct or indirect subsidiaries of Household

Finance Corporation, a subsidiary o f Household International, Inc., have negotiated and entered
into Covered Transactions with Borrowers.
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3.

State attorneys general and state financial regulators in this state and/or in other

states received and investigated consumer complaints, and conducted examinations concerning
the Covered Transactions.

Those complaints, investigations and examinations related to

■Household’s conduct with respect to the following lending practices (collectively, “the Lending
Practices”):
A.

Two real estate secured loans made at or near the same date to the same

Borrower (i.e., “split loans”),

4.

B.

Loan points and origination fees,

C.

Interest rates,

D.

M onthly payment amounts,

E.

Single premium credit and other insurance products,

F.

Prepayment penalties,

G.

Live checks,

H.

Home equity lines of credit,

I.

Loan billing practices relating to simple interest calculations,

J.

Balloon payments,

K.

Payoff information,

L.

N on English language documentation, and

M.

N et tangible benefit in loan refinancing.

Based

upon

these

investigations

and

examinations,

the

State

has

contemporaneously filed a complaint alleging that Household violated the Maine Unfair Trade
Practices Act, 5 M.R.S.A. § 207 (2002), and the Maine Consumer Credit Code, Title 9-A
M.R.S.A. (1997 & Supp. 2001), in connection with the Lending Practices for the Covered
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Transactions, and is seeking injunctive and other relief (“the C om plaint’). Household waives
formal sendee of process o f the Complaint.
5.

Household denies these allegations and has indicated that it would vigorously

defend any attempt by the State to assert any claim based on the states’ investigations. The State
and Household recognize that any litigation would be protracted, and the result of the litigation
w ould be uncertain.
6.

In the interest of resolving the complaints, investigations and examinations in this

and/or in other states, the parties entered into an agreement in principle dated October 9, 2002
(“the Agreement in Principle”), which provides for entry o f this Consent Judgment.
7.

The parties’ agreement to enter into a consent judgm ent was contingent upon

settlement with states representing at least 80% of the dollar volume of real estate secured loans
originated by H ousehold’s retail lending branches between January 1, 1999 and September 30,
2002. This contingency has been satisfied because states filing fully executed consent judgments
on or prior to December 16, 2002 constitute at least 80% of that dollar volume, as identified in
E xhibit “A” attached to this Consent Judgment.
8.

Household and the State have waived their right to appeal from this Consent

Judgm ent and have entered into this Consent Judgment voluntarily and state that no promises o f
any kind were made to enter into this Consent Judgment, except as provided herein.
9.

The State and Household have agreed on a basis for the settlement o f the

Com plaint and stipulated to entry of this Consent Judgment between the parties without trial or
the adjudication o f the validity o f any alleged issue of law or fact.
10.

Household International, Inc. is a Delaware corporation which asserts as follows:

th a t.it appears herein in order to assure and guarantee the enforcement o f the obligations o f its
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various direct and indirect subsidiaries which are parties hereto, and further for the purpose o f
satisfying and accomplishing this Consent Judgment; that its appearance shall not constitute or
be construed as a general subm ission to the jurisdiction of this state for any other purpose; that
Household International, Inc. is and w ill be subject to this Court’s jurisdiction for purposes of
enforcement o f this Consent Judgm ent only, and acts or conduct, if any, of Household
International, Inc. in executing, fulfilling, or assisting in the fulfillment of this Consent Judgment
shall not constitute a submission to this C ourt’s jurisdiction for purposes other than the
enforcement of this Consent Judgm ent.

H ousehold agrees to venue in the Kennebec County

Superior Court for the purpose o f satisfying and accomplishing this Consent Judgment
11.

The State’s Com plaint in this m atter states claims upon which relief could be

granted under the provisions o f the M aine Unfair Trade Practices Act, 5 M.R.S.A. § 209 (2002),
and the Maine Consumer Credit Code, 9-A M .R .S.A . §§ 6-108, 6-110, 6-111 & 6-113 (1997),
12.

The State and H ousehold agree that all information provided by Household to the

State, the Administrator or the M onitor, including the M onitor’s Reports, in connection with this
Consent Judgment or the investigations or exam inations referred to in Paragraphs 3 and 4 o f the
Stipulated Recitals o f this Consent Judgm ent is inform ation provided in connection with an
investigation or an examination o f a creditor or in settlem ent discussions.
13.

Household and the State agree that the relief set forth in the Consent Judgment,

including the amount o f restitution and the injunctive relief, is a fair and reasonable settlement
for the claims alleged by the State.
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III.

ORDER

NOW, THEREFORE, based upon the advice and stipulation of the parties, and good
cause appearing,
IT IS HEREBY ORDERED, ADJUDGED, AND DECREED, AS FOLLOWS:
1.

Upon agreement o f the parties, the Court hereby enters this Consent Judgment.

2.

The Court shall retain jurisdiction to enforce the terms and conditions of this

Consent Judgment.
3.

For purposes of the relief set forth in this Consent Judgment, the Effective D ate

shall be deemed to be December 16, 2002.
RESTITUTION
4.

Settlement Fund,
A.

For certain Settling States, Household shall pay restitution in an am ount

determined in this Paragraph into the California Attorney General’s Litigation Deposit Fund,
which is an interest-bearing trust account administered by the Office of the California A ttorney
General (“the California Settlement Fund”).

The total amount of H ousehold’s combined

payments into the California Settlement Fund together with Household’s payments to other
settlement funds of Settling States not participating in the California Settlement Fund shall be a
minim um total of $387,500,000 for Settling States representing 80% of the dollar volume o f the
Covered Transactions as provided in Exhibit A. If Settling States representing m ore than 80% o f
the dollar volume of the Covered Transactions as provided in Exhibit A enter a Consent
Judgment, Household shall increase the combined amount of Household’s payments into the
California Settlement Fund together with Household’s payments to other settlement funds o f
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Settling States not participating in the California Settlement Fund to a maximum amount o f
$484,000,000.
B.

The

State’s

share

o f the

California

Settlement

Fund

shall

be

$1,637,316.00, as provided in Exhibit A, plus any interest earned on that amount. The State shall
use its share of the Settlement Fund solely to provide restitution to Borrowers or to pay those
administrative costs not directly paid by Household, as set forth in the Settlement Administration
section below. The State shall have sole discretion to determine the manner in which it w ill
provide restitution for the Lending Practices to Borrowers who had Covered Transactions,
including criteria for choosing which Borrowers shall receive any restitution and the amount to
distribute to each. The State will determine its own criteria for allocating restitution and other
relief to a broad num ber o f Borrowers. The restitution awarded under the terms o f this Consent
Judgment is not and shall not be considered as forgiven debt. Should there be residual funds
remaining after initial distribution to Borrowers and payment o f all administrative costs and
expenses, such funds shall be distributed to Borrowers and shall not revert to the State, except
that the State shall determine how to use any funds that are associated with un-negotiated
settlement checks in accordance with state law.
C.
installments.

Household shall fund the California Settlement Fund in three equal

The amount o f each o f the three installments shall be one-third (1/3) o f the

combined amount to be deposited for all Settling States participating in the California Settlement
Fund. The first deposit shall be on or before January 15, 2003. The second deposit shall be on or
before February 14, 2003. The third and final deposit shall be on or before March 17,2003. The
State shall send w ritten notice to Household acknowledging receipt o f the full amount o f the
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funds to be deposited by Household under this Paragraph after receipt of the third and final
payment.
D.

All monies, including interest income, in the California Settlement Fund

shall be held in trust for the purposes stated in this Consent Judgment. Household shall have no
property right, interest, claim, or title to the monies in the California Settlement Fund or any
interest earned thereon once they are deposited to the California Settlement Fund.
E.

The California Settlement Fund is intended for restitution to Borrowers

affected by the Lending Practices for the Covered Transactions, and for payment or
reim bursem ent o f administrative expenses that are not covered by Household under Paragraph 28
o f this Consent Judgment, and does not include any monies for fines, penalties or punitive
damages.
- F.

The State may apply some or all o f its share of the California Settlement

Fund to purchase releases of open-end second liens on split loans currently outstanding with
H ousehold where a first real-estate secured loan and an open-end second real-estate secured loan
w ere made to the same Borrower within a 90 day period and secured by the Borrower’s
residence. The release from the open-end second lien may be purchased from Household on the
basis o f formulae provided by Household to the Settling States. Such formulae will furnish the
Settling States the ability to obtain the release of the aforementioned liens for Borrowers on
either an individual basis or as a group, depending on the Settling State’s criteria for allocating
restitution and other relief to Borrowers.
G.

The Office of the California Attorney General shall distribute money from

the California Settlement Fund to the Administrator selected pursuant to Paragraph 28 on the
request of the State. The State shall request that the Office of the California Attorney General
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disburse funds from the California Settlement Fund to the Administrator by letter from the M aine
Attorney General or the Director of the Maine Office of'C onsum er Credit Regulation.

The

amount of the disbursement shall be the State's share o f the California Settlement Fund, w hich is
$1,637,316.00, as provided in Subparagraph 4.B, plus interest earned through the date o f the
disbursement. Interest earned on the State's share o f the California Settlement Fund shall be in
proportion to the State’s percentage share o f the California Settlement Fund so that the funds
deposited for each State shall earn the same rate o f interest for money in the California
Settlement Fund held during the same period.
H.

The California Settlement Fund is intended to be a qualified settlement

fund within the meaning o f Treasury Regulation Section 1.468B-1 of the U.S. Internal Revenue
Code o f 1986, as amended.
5.

Prepayment Penalty Relief. Household shall within 60 days of the Effective Date

notify Borrowers o f its unilateral amendm ent of the prepayment penalty provisions o f all real
estate secured loan agreements which w ere closed at its retail lending branches nationwide
during the period from January 1, 1999 to September 30, 2002 and remain outstanding as o f the
Effective Date, to state that prepayment penalties are not payable after 24 months after
origination, notwithstanding any provisions setting forth a longer period. Household warrants
and represents that to the best o f its knowledge Household has ownership, servicing or other
rights sufficient to effect such a change for all loans closed during the period January 1, 1999
through September 30, 2002. I f H ousehold closed any such loans after January 1, 1999 or before
September 30, 2002 for w hich it lacks control as o f the Effective Date to make such change,
Household shall:
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A.

Provide full restitution of the amount o f the prepayment penalty to

Borrowers who incur a prepayment penalty more than two years after the date the loan closed;
and
B.

Provide a notice, in a form mutually agreeable to the Settling States, to

all such Borrowers informing them of their right to this compensation. The relief provided in
this Paragraph is separate from and in addition to the Settlement Fund.
INJUNCTIVE RELIEF
Household is hereby enjoined, pursuant to the Maine Unfair Trade Practices A ct, 5
M .R.S.A. § 209 (2002), and the Maine Consumer Credit Code, 9-A M.R.S.A. §§ 6-108, 6-110,
6-111 & 6-113 (1997), solely in connection with the reai estate secured retail branch-based
operations o f its consumer lending business o f its subsidiaries, Household Finance Corporation
and Beneficial Corporation operating under the brand names ITFC and Beneficial, or any
successor names or corporations or other successor business entities, or its future acquired or
established corporations or other business entities engaged in similar real estate secured retail
branch-based consumer lending activities (allowing reasonable time to conform such acquired
business to the terms o f this Injunctive Relief), as follows:
6.

Loan Fees. Household shall not charge lender fees o f more than five percent (or

five points) of the loan principal to originate a real estate secured loan, whether in the form o f
loan origination charges, Discount Points, or both. Household may charge other lender fixed
fees at origination that are reasonable, relate to the origination o f the loan and are allowed by
state law. Household shall comply with the definition o f bona fide Discount Points in the S tate’s
law, if any. This Paragraph shall be in force for a period of three (3) years from the Effective
Date.
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7.

Rates and Point Options Disclosed . Whenever Household offers Discount Points

in connection with a real estate secured loan, Household shall provide written disclosure to
Potential Borrowers at the earliest possible date o f the interest rates available to the Potential
Borrower and the corresponding Discount Points available to buy down the interest rate (e.g., “ 1
point = .X reduction in interest rate”) in a form to be agreed upon by the parties.
8.

Good Faith Estimate. For all proposed real estate secured loan transactions, as set

forth in RESPA, H ousehold shall provide to Potential Borrowers, by delivering it by hand or
mailing it not later than three business days after the Potential Borrower’s application is received
or prepared, a good faith estimate (“ GFE”) o f charges that the Potential Borrower is likely to
incur in connection w ith Closing the loan. All charges disclosed by Household in the GFE shall
bear a reasonable relationship to the charge the Potential Borrower is likely to pay at Closing,
based upon H ousehold’s knowledge and experience regarding such charges, the total loan
amount applied for by the Potential Borrower, and any other considerations. The fees disclosed
in the GFE shall not vary from the actual fees charged by more than 10%; provided, however,
that Household shall be bound to any smaller variance required by law. If the actual fees to be
paid at Closing are greater than the total amount o f fees disclosed on the GFE by more than 10%,
Household shall re-disclose the GFE, except where the increase is the result of an increase in the
amount originally applied for by the Potential Borrower.
9.

Representations Regarding Interest Rates and Loan Terms.

Household shall

represent its loan terms in an accurate and non-deceptive manner. In particular:
A.

Household shall not make oral or written representations about rates other

than the contract rate and the true Annual Percentage Rate. For example, Household may make
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no “effective” rate or “blended” rate comparisons unless the applicable federal law requires such
a calculation to determine the true Annual Percentage Rate.
1.

“Effective Interest Rate”. Household shall not represent to any

Potential Borrower that his or her loan has an “Effective Interest rate” or any similar temi. For
purposes o f this Paragraph, “Effective Interest Rate” shall mean any interest rate other than the
contract rate or APR or rate o f interest that is calculated based on the amount o f reduced loan
interest costs which a Potential Borrower may realize if the Potential Borrower elects to
accelerate repayment of the loan or is permitted to deduct the loan interest payments from federal
or state income taxes.
2.

“Blended rate”.

Household shall not make misleading oral or

w ritten representations comparing “blended” interest rates purporting to combine the rates on a
Potential Borrowers’ multiple existing loans which may be consolidated in the transaction w ith
H ousehold’s proposed rate.

Nothing in this consent order shall prohibit Household from

disclosing its own proposed A PR as a “blended” or “composite” rate when that is required by the
Truth in Lending Act or state equivalent.
B.

Household shall not make representations about accelerated payment plans

w ithout accurate and clear disclosure of tire manner in which the accelerated payment plan works
(he., that any accelerated amortization of the loan only occurs by the Borrower making extra or
larger payments).
C.

Household shall not make representations about anticipated interest

savings available under a bi-weekly payment plan when the plan is actually semi-monthly, unless
the amount of the semi-monthly payment creates the anticipated interest savings.
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D.

H ousehold shall not unilaterally convert customers from bi-weekly

payments to semi-monthly payments.
E.

Any comparisons of current and proposed interest rates, monthly

payments, and total loan costs by Household shall be predicated upon accurate, non-deceptive
and clear comparisons.
1.

Comparisons o f the monthly payments shall exclude taxes and

insurance from the Potential B orrow er’s current mortgage loan, if the Potential Borrower’s
current mortgage loan escrows those payments and Household does not escrow those payments.
However, if Household escrows taxes and insurance in its monthly payment and the Potential
Borrower’s current mortgage loan does not escrow those payments, comparisons of the monthly
payments shall include an estim ate o f the taxes and insurance for the Potential Borrower’s
current mortgage loan.
2.

Total loan points and lender origination fees to be charged by

Household will be included in any comparison o f m onthly payments and total loan cost.
10.

Contemporaneous Secured Second Loans.

Household shall not make a

Subordinate Loan secured by property within 90 days o f making a first lien mortgage loan
secured by the same property; provided, however, this prohibition shall not apply when the first
lien mortgage loan is a purchase money' mortgage loan.
11.

Unsecured Side Loans.
A.

If H ousehold approves the Potential Borrower’s application for a real

estate secured loan for an am ount lower than that for which the Potential Borrower applied,
Household may offer an unsecured loan with the real estate secured loan if and only if
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Household makes a counteroffer to the Potential Borrower o f a loan amount where the
counteroffer consists of a real estate secured loan and an unsecured loan.
B.

Household shall not make an unsecured side loan to any Potential

Borrower, except in the following circumstances:
1.

The Potential Borrower assents and agrees to accept the real estate

secured loan and the unsecured loan;
2.

The unsecured loan provides- a benefit to the Potential Borrower;

and
3.

The unsecured loan is not triggered by the Potential Borr

need to pay Closing costs or lender fees related to the real estate secured loan.
C.

When a real estate secured loan and an unsecured loan are Closed with the

Borrower on the same day, Household shall take reasonable steps to ensure that the Borrower
understands that there are two separate loans, including:
1.

Ensuring that the loan documents are executed in s

transactions at Closing;
2.

Confirming the Borrower’s understanding that there ar

separate transactions at Closing by obtaining acknowledgment, in writing, that the Borrower was
advised by Household prior to Closing that the Borrower w ould enter into two separate loans;
and
3.

Ensuring that an independent Loan Closer wall conduct each loan

Closing.

12.

Balloon Payments.
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A.

Household shall provide a written disclosure in the form substantially

similar to Exhibit “B” attached hereto, and which shall state:
1.

The amount of the minimum monthly payment;

2.

The amount of the Balloon Payment that wall result from the

Borrower making only the minimum monthly payments;
3.

The amount of the monthly payment necessary to avoid a Balloon

Payment at the end of the scheduled loan term; and
4.

That the information and amounts provided in the disclosure

assume that:
a.

The Borrower takes no further advances under the line of

b.

The Borrower makes all payments in a timely manner; and

c.

The interest rate on the line o f credit is not changed.

credit;

B.

Prior to Household’s implementation of the written disclosure described in

Paragraph 12(A), Household shall provide a written disclosure to all Potential Borrowers who
apply for a HELOC within three days o f submitting an application that states that, if a Borrower
makes only the minimum monthly payments required under the HELOC, (1) the Borrower will
not pay off the initial advance on the HELOC by the end o f the scheduled term, and (2) the
Borrower will be obligated to make a Balloon Payment at the end o f the scheduled loan term.
13.

Canceling HELOCs . Household shall pennit Borrowers to cancel and terminate a

real estate secured Open-end Credit at any time.

Household shall adequately disclose to

Borrowers the procedure it requires to cancel and terminate any real estate secured Open-end
Credit.
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14.

Independent Loan Closer. Household shall revise its real estate secured loan

Closing procedure in its branch offices to include use of an "Independent Loan Closer.'1 The
Independent Loan Closer may be a third party or an employee o f Household so long as the
Independent Loan Closer does not report to Household1s sales management and the Independent
Loan Closer’s compensation is not based on the terms o f the loan.

Further, a Household

employee serving as an Independent Loan Closer shall not be compensated based upon the
volume of loan Closings.
15.

Prepayment Penalties. Subject to Paragraph 37:
A.

Household may not enter into any real estate secured loan agreement

under which a prepayment penalty is imposed on a Borrower (“Prepayment Loan”) unless
Household discloses to the Potential Borrower, in writing within three days of the submission of
the application:
1.

That the Borrower may be eligible for a real estate secured loan

that does not contain a prepayment penalty (“Non Prepayment Loan”);
2.

The interest rate differential between a Prepayment Loan and a

N on Prepayment Loan, if such loan is available;
3.

The circumstances which would trigger the imposition of a

prepayment penalty on the proposed Prepayment Loan; and
4.

The maximum dollar amount o f the prepayment penalty that could

be imposed on the proposed Prepayment Loan based upon the amount applied for.
B.

Household shall not charge a prepayment penalty on a real estate secured

loan if the existence o f the penalty v/as not fully and timely disclosed in accordance with this
Paragraph.
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C.

No Household real estate secured loan shall contain a prepayment penalty

term greater than 24 months from the date of loan origination.
D,

Household shall calculate all prepayment penalties in accordance with

state law. For any real estate secured loan, if the state law is silent on the method o f calculation
of a prepayment penalty, the prepaym ent penalty shall be calculated on the amount outstanding
at the time o f prepayment.
16.

Net Tangible Benefit.

Household shall not enter into any real estate secured loan

that does not provide a net tangible benefit to the Borrower, i.e.t a loan that does not result in a
monetary benefit to the Borrower, taking into consideration the totality of the circumstances,
including, but not limited to, the loan product and the Borrower’s stated loan objectives,
repayment ability, current and expected income and current obligations.
17.

Repeat Refinancing.

Household shall not charge loan Discount Points or

origination points and fees (other than third party fees permitted by the applicable state law) on
the original loan amount of any real estate secured loan used to refinance an existing real estate
secured loan owned by Household or by any lending subsidiary of Household that was originated
or refinanced within 12 months of the current refinancing; provided, however, that Household
may refund all lender origination points and fees and Discount Points paid by the Borrower on
the original loan amount and charge origination points and fees or Discount Points on the total
amount o f the new real estate secured loan if the points and fees paid on the original loan amount
are equal to, or exceed, the points and fees to be charged on an equal amount for the new loan.
18.

Credit Insurance Sales.
A.

Household shall not sell or finance any single premium credit insurance on

realnstate secured loans.
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B.

Household’s operational systems, training, and scripts shall direct account

executives of Household to disclose monthly loan payments without the monthly cost of credit
insurance before disclosing the monthly loan payment with the monthly cost o f credit insurance.
Household shall establish procedures so that its employees fully explain credit insurance
coverage and disclose that all credit insurance products are optional. •
C.

On each monthly account statement provided to a Borrower for a real

estate secured loan, Household shall separately identify the amount of the monthly credit
insurance premium that the Borrower is paying.
19.

“Live Checks C
A.

' Household shall not, directly or indirectly mail or send Live Checks to any

Potential Borrower unless such checks contain the following disclosure in 12 point bold face
type, on the front and back o f the check, unless otherwise required by applicable law: “Signing
this check will result in a loan that must be repaid with interest and fees.” (Household will
include “and fees” language on the check only if fees are charged in connection with the loan.)
B.

Household shall not create or issue any Live Check products that contain a

prepayment penalty.
20.

Billing Statement Practices.
A.

On a one-time basis, Household shall allocate all interest short amounts

existing on the Effective Date in its real estate secured, closed end simple interest loan portfolio
into a deferred interest account.
B.

The amount o f deferred interest and any interest short as o f the date of the

last payment shall be disclosed on the Borrower’s monthly billing statement.
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C.

Household shall continue to allocate interest short to the deferred interest

account no less often than on a quarterly basis except to the extent that a full payment (or
equivalent) must be made in the quarter for the reallocation to occur. Household shall separately
provide the Settling States with its definition o f "equivalent" payment, and any revised
definition. Such information shall be deemed proprietary and confidential
D.

Borrowers shall remain liable for repayment o f the deferred interest.

E.

H ousehold agrees that it will require third-party purchasers or servicers of

Household loans to service the loans in accordance with this Paragraph.
F.

Household shall not change a Borrower's payment date without disclosing

the new payment date and obtaining the Borrower's consent.
21.

HOEPA Disclosures.
A.

“HOEPA Loan" means a loan that is subject to the provisions o f 15 U.S.C.

§ 1639, as defined by 15 U.S.C. § 1602(aa).
B.

H ousehold shall develop systems and reasonable safeguards to provide

HOEPA disclosures on all H O EPA loans, including notice o f right to rescind.
22.

Best Rate Available. Household shall provide Borrowers with the lowest rate

applicable to a H ousehold real estate secured product for which the Borrower’s credit qualifies.
23.

Disclosures Generally .

Household shall establish forms and procedures,

including a one-page loan summary o f key terms, that simplify and improve real estate secured
loan disclosures to Potential Borrowers and Borrowers and that ensure that information is
accurate and presented clearl}^ and conspicuously in a timely manner.
24.

Spanish Language Documents . Household shall provide Spanish language loan

documents in all branch offices that are certified by Household to conduct Spanish language
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transactions.

Household employees shall be instructed and trained to not speak Spanish in

connection with its loan transactions unless certified to do so.

In all such certified offices

Household shall ensure that the Independent Loan Closer is certified to conduct •Spanish
language transactions. Household shall also make available a one-page loan disclosure o f key
terms in Spanish in certified branch offices to those Borrowers w hose.prim ary language is
Spanish. Household shall make available in each of its branch offices the addresses and phone
numbers of Spanish certified branch offices within a 50-mile radius o f that branch. Household
will continue to work with the multi-state group to more fully develop its assistance to Spanish
speaking Borrowers.
25.

Timely P ayoff Information.
A.

Household shall provide payoff information to Borrowers or their

authorized representatives on all underlying liens held by Household, within five business days
o f a Borrower’s written request, or as specifically permitted by state or federal law. Subject to
Paragraph 37, Household shall inform Borrowers that requests by mortgage brokers or other
agents must be in writing and m ust include a written authorization from the Borrower to provide
the requested information.
B.

Payoff information requested directly by a Borrower in person at a branch

location shall be provided as promptly and accurately as is practicable.
SETTLEMENT ADMINISTRATION
26.

Claims Process.

The State shall determine the procedures to send notices and

allocate restitution to eligible Borrowers.
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27.

State Authority. The relief, including, all payments by Household to the funds or

accounts established by this Consent Judgment, are in response to and in compliance with the
State’s authority to regulate lending subsidiaries of Household and the State’s police powers.
28.

Procedures fo r Administration o f the Settlement.
A.

Household shall choose and retain an administrator (“the Administrator” )

to administer the process of providing restitution to Borrowers. For the purpose of protecting the
proprietary and customer information to be provided to it by Household, the Administrator shall
be solely an agent of Household.

The identity and contract o f the Administrator and any

successor administrator shall be subject to the 'approval o f two-thirds (2/3) of the number o f
Settling States. Household shall select the Administrator in a prompt maimer in cooperation with
the Settling States.
B.

Each state shall determine its own criteria and procedures for allocation

and disbursement of the Settlement Fund and other funds, and shall have authority to direct the
A dm inistrator w ith respect to the distribution of that state’s funds.

The Administrator shall

provide notice to Borrowers and distribute the State’s share o f the Settlement Fund in accordance
w ith the instructions provided by the State.
C.

Within 10 business days after the Effective Date, Household shall

establish and fund a separate administrative fund (“the Administrative Fund”) for payment o f the
A dm inistrator’s administrative fees and expenses. The amount of Household’s contribution to
the Administrative Fund shall be calculated on a per state basis in an amount equal to the greater
o f 2% of each settling state’s pro rata share of the Settlement Fund or $20,000. The State’s share
o f the Administrative Fund is $32,746.32. Any fees or expenses of the Administrator in excess
o f the amount that Household is required to pay for administrative fees and expenses allocable to
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the State under this Consent Judgment shall be paid from the State's share of the Settlement
Fund, and shall not be a separate debt o f the State. In addition, Household shall be responsible
for any costs of the Administrator, including attorneys’ fees and costs of litigation, related to
maintaining the confidentiality o f custom er and proprietary information against third party
requests.
D.

Upon

selection

of

the

Administrator

and

establishment

of

the

Administrative Fund, Household shall provide the Administrator with an initial payment from
the Administrative Fund in an am ount to be agreed upon with the Settling States. Thereafter, the
Administrator will be paid from the Administrative Fund as provided in the Administrator’s
agreement with Household, and will send copies o f all bills to the State.
E.

Household shall provide to the Administrator all information reasonably

necessary for the administration o f the State’s relief process, in accordance with the following
procedure:
1.

The Settling States shall provide Household with a uniform data

request that identifies the inform ation and data reasonably necessary for the majority o f the
Settling States to design and im plem ent their restitution plans.

Household shall provide the

States with the reasonably available uniform data requested, not including the name and
identifying information o f each Borrower, within a reasonable time not to exceed' 60 days after
receipt of the Settling States’ request.
2.

Should the

State seek additional, non-uniform data that is

reasonably necessary to design or im plem ent the State’s restitution plan, Household shall provide
that information which is reasonably available, not including the name and identifying
information o f the Borrower, to the State within a reasonable time after complying with the
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uniform data request, which time shall not exceed the later of: (i) 30 days after complying with
the uniform data request in accordance with Paragraph 28(E)(1); or (ii) 45 days after receipt of
the non-uniform data request. Household may request an extension o f tim e to respond to a nonunifonn data request from the State; consent by the State shall not be unreasonably withheld.
3.

Household shall provide to the A dministrator all data, including

the nam e and identifying information o f each Borrower, and other inform ation that is reasonably
necessary to design or implement the State’s restitution plan.
4.

Household shall promptly comply w ith all reasonable requests for

information from the State that are necessary to design or implement the restitution provided in
this Consent Judgment in accordance with Paragraphs 28(E)(1) and (2). The Administrator or
H ousehold shall provide information about individual Borrowers, including the name and
identifying information about Borrowers, if:

(1) the information is needed to implement the

restitution plan of the State; (2) the information is used -by the State solely for the purpose of
contacting Borrowers to inform the Borrowers about the restitution offer; and (3) the information
consists solely o f identifying information about Borrowers who have failed to respond to two or
m ore written notices about the restitution offer. Information provided to the State that includes
personal identifying information of a Borrower shall be considered non-public, confidential data
not subject to .disclosure.

Household is ordered herein to provide this information under 15

U .S.C. § 6802(e) (1)(A), (5) and (8) o f the Gramm-Leach-Bliley Act.
5.

Household shall warrant to the State at the time of supplying data

to the Administrator that the data is complete and accurate. If Household supplies data that is
incomplete or inaccurate and that results in a Borrower receiving no restitution or less restitution
th an the Borrower would have been entitled to under the State’s restitution plan if complete and
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accurate data had been provided, Household shall be responsible for the difference between the
restitution received by the Borrower, if any, and the amount that should have been paid had
complete and accurate data been provided.
6.

Household and the Administrator shall provide the State w

following information regarding administration of the Settlement Fund and the Administrative
Fund:
a.

A copy o f the contract between Household and the

Administrator prior to its execution, for review and approval by 2/3 of the number o f the Settling
States.
b.

A full and complete quarterly accounting of all charges and

fees allocated to and charged against the State’s designated Administrative Funds paid by
Household.

F.

The Administrator shall permit reasonable onsite inspections by the

Settling States on the premises o f the Administrator to verify the notices and disbursements.
G.

The Administrator shall confer with the State regarding administration of the

State’s restitution program.

When the Administrator is prepared to distribute some or all of the

restitution to the State’s Borrowers, the Administrator shall notify the State. Following receipt o f notice,
the State shall cause some or all o f the Settlement Fund to be transferred to the Administrator. The
Administrator shall hold all settlement funds in a trust account with a federally insured deposit
institution.

Upon receipt of settlement funds, the Administrator shall immediately issue and mail

restitution checks to Borrowers.

The Administrator shall provide to the State monthly account

reconciliation reports setting forth the checks that have cleared since the last report and the uncleared
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checks outstanding on the date o f the report. Upon order from the State, the Administrator shall issue
stop payment orders on any uncleared checks and return all remaining funds'to the state.
MONITORING
29.

Implementation Timeline. Household anticipates that it will phase in the changes

required by this Consent Judgment no later than December 31, 2003.
30.

Oversight and Compliance.
A.

Retention o f the Monitor.
1.

W ithin 120 days of the Effective Date, Household shall propose an

independent entity to monitor H ousehold’s compliance with this Consent Judgment (“the
M onitor”) to the Settling States for their approval. During such time, Household and the Settling
States shall mutually agree to the procedures to be employed by the Monitor, but in no event
shall such agreement occur later than 90 days after the Effective Date.

Agreement to said

procedures shall be signified by consent of two-thirds o f the number of Settling States.
2.

W ithin 15 days o f Household’s submission o f the proposed

M onitor (which shall include the proposal submitted to Household by the proposed Monitor), the
States shall indicate whether the proposed Monitor is approved as signified by two-thirds vote of
the number of Settling States.

If the Settling States do not approve the proposed M onitor,

Household shall submit an alternative proposed Monitor w ithin 30 days. The Settling States
shall indicate whether the alternative proposed Monitor is approved, as signified by two-thirds
vote o f the number of Settling States, within 10 days o f said submission to the Settling States.
3.

For the purpose o f protecting the customer information and

proprietary Household inform ation provided to the Monitor by Household, the Monitor shall be
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an agent of Household. Any customer and Household proprietary information shall remain the
sole property of Household.
4.

W ithin 15 days of the Effective Date, the Settling States shall

designate a Compliance Committee consisting o f no more than seven individuals.

The

Compliance Committee shall substitute representation as necessary.
5.

H ousehold shall pay the full cost of the Monitor, including

expenses and staff support, except as provided herein. Household’s financial obligation under
this Paragraph is limited to the amounts set forth in its contract with the Monitor, plus any sums
required for such additional w ork as agreed upon by Household and the Compliance Committee.
Agreement for additional w ork shall not be unreasonably withheld; provided, however, in no
event shall the cost of the additional w ork increase the contract amount by more than 15% o f the
M onitor’s annual base contract rate.
B.

Powers o f the M onitor
1.

H ousehold shall provide to the Monitor (in a form, schedul

through a collection method o f the M onitor’s choosing) access to any and all documents
requested by the Monitor.

W ith regard to a sampling of loans, the Monitor will request that

number of loans needed for a 95% confidence level, with an error tolerance o f plus or minus 5%.
If the sample demonstrates a level o f violations in any o f Household’s undertakings set forth in
the Injunctive R elief section o f this Consent Judgment, within a state or taking ail states into
consideration, of 10% or greater (hereinafter, a “Violation”), the State may request that the
Monitor increase the loan sample and confidence level upon notice to Household, but w ithout
Household’s consent.
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2.

If, at any time, the Monitor determines that interviews with one or

more Household employees are necessary to determine whether Household is in compliance w ith
this Consent Judgment, Household shall make a reasonable number o f such persons available for
telephonic or in-person interview within fourteen business days of the Monitor ’s request.
3.

A t such times that the Monitor makes an inspection of Household

documents, files and other materials, Household shall provide the Monitor with private
workspace and access to a photocopier.
4.

The Monitor shall review data to determine whether Household

has complied with this Consent Judgment for the period six months after the Effective Date, for
the subsequent six month period, and for the four annual periods thereafter.: The Monitor shall
issue reports setting forth its findings of each review to the Settling States (“M onitor’s Reports”
or “Reports”), with copies submitted simultaneously to Household’s undersigned counsel w ithin
a reasonable time after completion o f each review. The Reports shall include (i) the M onitor’s
determination as to whether Household is in Violation of this Consent Judgment, and (ii) the
factual basis for that determination. Prior to the issuance of any Report, the M onitor shall confer
w ith Household and the Settling States regarding the review.
C.

Enforcement o f this Consent Judgment.
1.

Except as otherwise provided herein, the M onitor’s Report m ay be

used by the State in any court hearing, trial, or other proceeding relating to this action, and shall
be admissible in evidence if there is a Violation o f Household’s undertakings set forth in this
C onsent Judgment.

The M onitor’s Report with respect to a particular Violation shall not be

admissible or used for any purpose by the State if Household cures the Violation within a
reasonable time, which shall be no fewer than 30 days and no greater than 90 days after receipt
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o f the Report, provided however that Household shall not be afforded an opportunity to cure for
the purpose of preventing the State from using the M onitor’s Report when the Violation is a
Repeat Violation. A Repeat Violation shall be a 10% or more failure rate in the same issue of
the Consent Judgment in any one state in more than one Report. Those portions o f the M onitor’s
Reports dealing with a Violation o f a particular issue o f the Consent Judgment shall be
admissible when there is a Repeat Violation in that same issue of the Consent Judgment.
2.

N othing in this Consent Judgment limits the right o f the State to

perform investigations or examinations independent of the investigations performed by the
M onitor.
D.

Retention o f Documents. Household shall retain, and have available for

inspection, for a period of three years from the date o f the document or the Effective Date o f this
Consent Judgment, whichever is later, all material records and documents reasonably necessary
to document its compliance w ith this Consent Judgment.
31.

Employee Training .

Household shall provide employee training, which shall

include training on the terms of, and compliance with, the Consent Judgment. Household shall
m odify its employee manuals to be consistent with the requirements of the Consent Judgment.

RELEASES
32.

Releases from Borrowers.

Each Borrower who receives a payment from the

Settlem ent Fund shall first execute the following general release of Household:

“In

consideration for the restitution received, I hereby release Household from all civil claims and
causes o f action which I may have as o f the date o f this release agreement, in contract, in tort
(including, but not limited to, personal injury and emotional distress), in statute, regulation or
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common law, and whether in an administrative or judicial proceeding, whether known or
unknown, threatened or unasserted, that arise from or are related to the restitution received or the
following lending practices by Household in connection with real estate secured loans originated
by Household’s retail branches from January 1, 1999 through September 30, 2002: H ousehold’s
conduct with respect to multiple real estate secured loans that are made at or near the same date
to the same Borrower (i.e., “split loans”), loan points and origination fees, interest rates, m onthly
payment amounts, single premium credit and other insurance products, prepayment penalties,
loans offered through a negotiable check (i.e., “live checks”), home equity lines o f credit, loan
billing practices relating to simple interest calculations, balloon payments, payoff information,
non

English

language

documentation, and

net tangible

benefit in

loan refinancing.

Notwithstanding this release, I may affirmatively or defensively assert any claim or defense that
I have with respect to my loan with Household in response to a judicial or threatened non
judicial foreclosure, including those related to the lending practices listed in this release.
However, I agree that the otherwise released claims cannot form the basis for an affirmative
monetary recovery to me against Household. For purposes o f this release, “Household” means
Household International, Inc., Household Finance Corporation, Beneficial Corporation, and their
direct and indirect subsidiaries, affiliates, officers, directors, employees, agents, related entities,
successors, and assigns.”
The release shall be written in both English and Spanish.
33.

Release from the State . The relief to be provided by Household in this Consent

Judgment resolves all civil, investigations and proceedings, if any, by the Maine A ttorney
General’s Office and the Maine Office of Consumer Credit Regulation that have been or could
have been brought based upon the Lending Practices for the Covered Transactions. To the extent
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that the Settling States received complaints relating to a Live Check that was issued during the
time period January 1, 1999, through September, 30, 2002, regarding Household’s failure to
disclose that the Live Check w as a loan, the claims related to thatissue are released. This release
is effective only upon H ousehold's completing full funding of the California Settlement Fund.
This release does not include a w aiver or release of any civil or administrative claims, regulatory
matters, or causes o f action based on H ousehold's practices, acts, or omissions that are not based
upon the Lending Practices w ith respect to the Covered Transactions.

No provision o f this

Consent Judgment or of the A greem ent in Principle shall in any manner restrict or prohibit the
Attorney General from representing the Maine Bureau of insurance in any manner whatsoever.
PAYM ENT TO STATE
34.

Other Funds . A ny investigative fees or other costs of any State agency with

respect to the Lending Practices w hich Household may be obligated to pay shall be deemed to
have been paid in full pursuant to this Paragraph with respect to the Lending Practices for the
Covered Transactions. H ousehold shall, within 10 days after the Effective Date, pay to the State
$100,000.00, o f which $50,000.00 shall accrue to the General Fund for the State of M aine
pursuant to 5 M .R.S.A. § 209 (2002), and the balance o f $50,000,000 shall be specifically
designated for enforcement o f the M aine Unfair Trade Practices Act pursuant to 5 M.R.S.A. §
203-A (2002).
MISCELLANEOUS
35.

Household shall w ork with the Settling States to more fully develop timely loan

disclosures related to this Consent Judgment — specifically the prepayment penalty disclosure,
Discount Points disclosure, balloon payment disclosure and one-page loan summary o f key
terms.
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36.

Household and the Settlings States reserve the right to change the Monitor or

Administrator upon approval by Household and two-thirds o f the number o f Settling States. The
Settling States reserve the right to remove the Administrator upon approval of two-thirds o f the
number of Settling States. A successor Administrator shall be selected in accordance with the
provisions of Paragraph 28(A).
37.

Compliance with State and Federal Law and Prior Agreements. Nothing in this

Agreement shall relieve Household of its obligation to comply w ith applicable state and federal
law. Where state statutes or regulations, letters o f understanding or agreements with Household,
entered into -and in force with a state regulator or state agency o f this State, provide greater
consumer protections than the terms or provisions included in this Consent Judgment, the state
statutes, regulations, letters o f understanding or agreements w ith Household shall govern.
38.

Modification o f the Stipulation and' Consent Judgment and Order o f Injunctive

R elief This Consent Judgment may be modified only by order o f this Court. After making a
good faith effort to obtain the concurrence o f the other party for the requested relief, Household
or the State may petition the Court for modification o f the terms and conditions o f this Consent
Judgment.
39.

Limitation on Use o f Information from Household. The Agreement in Principle,

this Consent Judgment, and any information provided by H ousehold in the course o f negotiating
the Agreement in Principle or this Consent Judgment shall not be used as an admission of, or
evidence of, the validity o f any alleged wnongdoing or liability, or as an admission of, or
evidence of, any alleged fault or omission by Household, in any civil, criminal or administrative
proceeding in any court, administrative agency, arbitration or other tribunal, except as expressly
provided in this Consent Judgment. The Agreement in Principle, this Consent Judgment and any
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information provided by Household in the course of negotiating the Agreement in Principle or
this Consent Judgment shall not be used as any basis for the denial o f any license, authorization,
approval or consent that m ay be required by Household under any states’ lending, banking,
insurance or similar financial laws or regulations, except as expressly provided in this Consent
Judgment.
40.

Confidentiality o f Information.

If the State receives a request for documents

provided by Household relative to the subject matter of the investigations or examinations
referred to in Paragraphs 3 and 4 o f the Stipulated Recitals o f this Consent Judgment, the
negotiation o f the Agreement in Principle or this Consent Judgment, the M onitor’s Reports, or
inform ation obtained by the Administrator or Monitor in connection with this Consent Judgment,
the State shall comply w ith applicable disclosure laws and promptly provide notice o f such
request that will afford Household the reasonable opportunity to assert that the documents
subject to the request are exem pt from disclosure.
41.

Service o f Notices and Process. Service of notices and process required by this

C onsent Judgment, or its enforcement shall be served on the following persons, or any individual
subsequently designated by the parties:
A.

Household
Corporate Secretary
Household Finance Corporation
2700 Sanders Road
Prospect Heights, Illinois 60070
(847) 564-5000

B,

State
Carlos Diaz
Assistant Attorney General
Office of Attorney General
6 State House Station
Augusta, M E 04333-0006
Tel: (207) 626-8800
Fax: (207) 624-7730
William N. Lund, Director
Office of Consumer Credit Regulation
Dept, o f Professional and Financial Regulation
3 5 State House Station
Augusta, M E 04333-0035
Tel: (207) 624-8527
Fax: (207) 582-7699

42.

Waiver/Construction.

The waiver or failure o f any party to exercise any rights

under this Consent Judgment shall not be deemed a waiver o f any right or any future rights. If
any part of this Consent Judgment shall for any reason be found or held invalid or unenforceable
by any court of competent jurisdiction, such invalidity or unenforceability shall not affect the
remainder o f this Consent Judgment, which shall survive and be construed as if such invalid or
unenforceable part had not been contained herein.

SO ORDERED.

(P ^

Dated:

^

Maine Superior Court Justice

CONSENT TO JUDGMENT
1.

Household and the State acknowledge that they have read the foregoing C onsent

Judgment, are aware of their right to a trial in this matter and have -waived that right.
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STATE OF MAINE
KENNEBEC, ss. .

SUPERIOR COURT
CIVIL ACTION
DOCKET NO. CV-02-255

G. STEVEN ROWE, ATTORNEY GENERAL
)
FOR THE STATE OF MAINE, AND WILLIAM )
N. LUND, DIRECTOR OF THE MAINE OFFICE )
OF CONSUMER CREDIT REGULATION,
)
Plaintiffs,

)
)
)

)
)

v.

HOUSEHOLD INTERNATIONAL, INC.
a Delaware corporation,
Defendant.

ORDER AMENDING
CONSENT JUDGMENT

)
)
>
)
)

Good Cause having been shown, and the Parties having so stipulated:
IT IS ORDERED that the stipulated Consent Judgment in this Matter, a true and correct
copy of which is attached as Exhibit 1 to the Stipulation to Amend Consent Judgment filed on
October 31, 2003, shall be amended nunc p r o tunc to April 1, 2003 as set forth in the Stipulation
to Amend Consent Judgment, so that the Parties to the Stipulated Consent Judgment may realize
their mutual intent of maximizing the amount of restitution that may be distributed to eligible
consumers, net of taxes on the Restitution Funds, and of making ministerial changes to the
language of the borrower releases.

Dated:

/W t/ô ftfM '

7
Justice, Superior Court

[1]

R egional O ffices:
B angor, Maine 04401
T el: {207)941-3070
F ax: (207) 941-3075

G. S tev en R owe
ATTORNEY GENERAL

Telephone: (207) 626-8800
TDD: [207} 626-8865

S tate of M aine
O ffice of the A tto rney G eneral
6 S tate H ou se S tation
A ugusta , M ain e 0 4 3 3 3 -0 0 0 6

44 Oak Street, 4 th Floor
P ortland, M aine 04101-3014
T el: (207) 822-0260
Fax: (207) 822-0259
TDD: (877) 428-8800
128 S weden St ., Ste . 2
C aribou, Maine 04736
T el: (207)496-3792
Fax: (207)496-3291

October 31,2003
Nancy Desjardin, Clerk
Kennebec County Superior Court
95 State Street
Augusta, Maine 04330
Re:

State of Maine v. Household International, Inc.
Civil Action Docket No. CV-02-255

Dear Ms. Desjardin:
We are writing regarding the Stipulation to Amend Consent Judgment in this matter, filed
concurrently with this letter. The Stipulated Consent Judgment was entered on December 18,
2002, and, provides this Court with the authority to amend the Judgment.
The Stipulation to Amend the Judgment is acceptable to all parties to this matter and does
not modify the injunctive relief or restitution awarded under the terms of the judgment entered in
this matter on December 18, 2002. Rather, the purpose of the amendments to the judgment is to
characterize the settlement fond and administrative fund established under the terms of the
judgment as sub-funds of a single restitution fond. Additionally, there are minor typographical
changes to the language of the release form to be signed by customers receiving restitution under
the terms of the judgment.
Also, the amendments are retroactive to April 1, 2003 rather than the date the judgment
was entered, because Household International’s current fiscal year started on April 1,2003, and
no administrative expenses were incurred prior to that date.
Please bring this matter to the Court’s attention at your earliest convenience. Thank you
for your assistance.
Sincerely,

LlNllA J. GUN 11
Assistant Attorney General
Enclosure
cc:

Joseph H. Groff m, Esq.

Printed ün Recycled Paper

SUPERIOR COURT
CIVIL ACTION
DOCKET NO. CV-02-255

STATE OF MAINE
KENNEBEC, ss.

G. STEVEN ROWE, ATTORNEY GENERAL
)
FOR THE STATE OF MAINE, AND WILLIAM )
N. LUND, DIRECTOR OF THE MAINE OFFICE )
OF CONSUMER CREDIT REGULATION,
)
)

Plaintiffs,

)
)
)

v.

STIPULATION TO AMEND
CONSENT JUDGMENT

)
)

HOUSEHOLD INTERNATIONAL, INC.
a Delaware corporation,

)
)
)

Defendant.

)

__________________________________________________ )

Plaintiffs, G. Steven Rowe, Attorney General for the State of Maine, and William N.
Lund, Director of the Maine Office of Consumer Credit Regulation (collectively, “the State”),
and Defendant Household, International Inc., a Delaware Corporation (“Household”), and its
counsel, Jensen Baird Gardner & Henry, hereby stipulate and agree as set forth herein:
1.

Paragraph 2 of the Consent Judgment entered in this matter on December 18,

2002 (“the Judgment”) provides that this Court retains jurisdiction to enforce the terms and
conditions of the Judgment, and Paragraph 38 of the Judgment further authorizes this Court to
modify the terms of the Judgment.
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2.

The Parties seek to amend the Judgment retroactively to April 1, 2003 for the

purpose of realizing their mutual intent of maximizing the amount of restitution that may be
distributed to eligible consumers, net of taxes on the Restitution Funds, and of making
ministerial changes to the language of the borrower releases.
3.

The Parties stipulate that the Judgment may be amended retroactive to April 1,

2003, as follows, with sections affected by the amendments indicated in bold:
a.

Prior to paragraph 4, “Restitution,” the following language shall be

added:
“As and for restitution to Borrowers who had Covered Transactions,
Household shall establish a fund (“the Restitution Fund”) which shall consist
of two segregated sub-funds, the California Settlement Fund, which is
defined as a qualified settlement fund within the meaning of Treasury
Regulation Section 1.468B-1, or any corresponding successor provision,
pursuant to Paragraph 4(H) of the Consent Judgment dated December 18,
2002, and the Administrative Fund, as hereinafter provided. The Restitution
Fund, including monies held in both the California Settlement Fund and the
Administrative Fund, is also intended to be a qualified settlement fund
within the meaning of Treasury Regulation Section 1.468B-1 or any
corresponding successor provision,”;
b.

Paragraph 4(B) shall be amended to provide as follows:

“B.

The State of Maine's share of the California Settlement Fund shall be

$1,637,316.00 as provided in Exhibit A, plus any net, post-tax interest earned on that
sum. The State shall use its share of the California Settlement Fund and net, post-tax
interest solely to provide restitution to Borrowers or to pay those administrative costs
not paid by the Administrative Fund, as set forth in the Settlement Administration
section below. The State shall have sole discretion to determine the manner in which it
2

will provide restitution for the Lending Practices to Borrowers who had Covered
Transactions, including criteria for choosing which Borrowers shall receive any
restitution and the amount to distribute to each. The State will determine its own criteria
for allocating restitution and other relief to a broad number of Borrowers. The restitution
awarded under the terms of this Stipulated Judgment is not and shall not be considered as
forgiven debt. Should there be residual funds remaining after initial distribution to
Borrowers and payment of all administrative costs and expenses, such funds shall be
distributed to Borrowers and shall not revert to the State, except that tire State shall
determine how to use any funds that are associated with un-negotiated settlement checks
in accordance with Maine law.”
c.

Paragraph 4(E) shall be amended to provide as follows:

“E.

The California Settlement Fund is intended for restitution to

Borrowers affected by the Lending Practices for the Covered Transactions, and
for payment or reimbursement o f administrative expenses that are not paid
by the Administrative Fund under Paragraph 28 of this Stipulated
Judgment, and does not include any monies for fines, penalties or punitive

damages.”
d.

Paragraph 4(H) shall be amended to provide as follows:
As part of the Restitution Fund, the Maine Settlement Fund will continue to be

characterized as a qualified settlement fund within the meaning of Treasury Regulation

Section 1.468 B -l or any corresponding successor provision, as provided in
paragraph 4(H) of the Consent Judgment entered December 18, 2002.
e.

Paragraph 28(A) shall be amended to provide as follows:
“A.

Household shall choose and retain an administrator ("the

Administrator") to administer the process of providing restitution to
Borrowers and of paying the administrative expenses incurred. For the

purpose of protecting the proprietary and customer information to be provided to
it by Household, the Administrator shall be solely an agent of Household. The
identity and contract of the Administrator and any successor administrator shall
be subject to the approval of two-thirds (2/3) of the number of Settling States.
Household shall select the Administrator in a prompt manner in cooperation with
the Settling States.”
f.

Paragraph 28(C) shall be amended to provide as follows:
“C.

Following the Effective Date and as hereinbefore provided,

Household shall establish and fund a separate administrative fund or
subfund (“the Administrative Fund”) for payment of the Administrator's
administrative fees and expenses. In no event will Household be required to
contribute to the Administrative Fund, cumulatively, an amount which
exceeds the contribution defined in this paragraph 28(c). The amount of

Household's contribution to the Administrative Fund shall be calculated on a per
state basis in an amount equal to the greater of 2% of each settling state's pro rata
share of the Settlement Fund or $20,000. The State of Maine’s share of the
Administrative Fund is $32,746.32. Any fees or expenses of the Administrator
in excess of the amount held in the Administrative Fund and allocable to the
State of Maine under this Consent Judgment shall be paid from M aine’s
share of the Settlement Fund, and shall not be a separate debt o f the State. In

addition, Household shall be responsible for any costs of the Administrator,
including attorneys’ fees and costs of litigation, related to maintaining the
confidentiality of customer and proprietary information against third party
requests,”
g.

Paragraph 28(D) shall be amended to provide as follows:
“D.

Upon selection of the Administrator and establishment of the
4

Administrative Fund, the Administrator shall receive an initial payment
from the Administrative Fund in an amount to be agreed upon with the
Settling States. Thereafter, the Administrator will be paid from the
Administrative Fund as provided in the Administrator's agreement with
Household, and will send copies o f all bills to the State o f Maine.”
h.

Paragraph 28(E)(6)(b) shall be amended to provide as follows:
“b.

A full and complete quarterly accounting o f all charges and fees

allocated to and charged against the State’s designated share of the
Administrative Fund.”
i.

A new Paragraph 28(H) shall be added, which will provide as follows:
“H.

Income taxes on income earned by the Administrative Fund, if

any, shall be paid out o f the income earned by the Administrative Fund.
M onies remaining in the Administrative Fund following termination of the
settlement administration and payment of all administrative expenses shall
revert to Household.”
j.

A new Paragraph 28(1) shall be added, which will provide as follows:
“I.

Income taxes on income earned by the Settlement Fund, if any,

shall be paid out of the income earned by the Settlement Fund.”
k.

Paragraph 32 shall be amended to provide as follows:

“32.

Releases from Borrowers. Each Borrower who receives a payment from

the Settlement Fund shall first execute the following general release o f
Household: “In consideration for the restitution received, I/we hereby release
Household from all civil claims and causes o f action which I/we may have as of
the date of this release agreement, in contract, in tort (including, but not limited
to, personal injury and emotional distress), in statute, regulation or common law,
and whether in an administrative or judicial proceeding, whether known or
5

unknown, threatened or unasserted, that arise from or are related to the restitution
received or the following lending practices by Household in connection with the
above referenced account numbers for my real estate secured loans originated
by Household’s retail branches from January 1, 1999 through September 30, 2002:
Household's conduct with respect to multiple real estate secured loans that are
made at or near the same date to the same Borrower (i.e., “split loans”), loan
points and origination fees, interest rates, monthly payment amounts, single
premium credit and other insurance products, prepayment penalties, loans offered
through a negotiable check (i.e., “live checks”), home equity lines o f credit, loan
billing practices relating to simple interest calculations, balloon payments, payoff
information, non English language documentation, and net tangible benefit in loan
refinancing. Notwithstanding this release, I/we may affirmatively or defensively
assert any claim or, defense that I/we have with respect to my loan with
Household in response to a judicial or threatened non-judicial foreclosure,
including those related to the lending practices listed in this release. However,
I/we agree that the otherwise released claims cannot form the basis for an
affirmative monetary recovery to me against Household. For purposes o f this
release, “Household” means Household International, Inc., Household Finance
Corporation, Beneficial Corporation, and their direct and indirect subsidiaries,
affiliates, officers, directors, employees, agents, related entities, successors, and
assigns.” The release shall be written in both English and Spanish.”
4.

The Parties stipulate that these amendments may be entered retroactively to April

1, 2003. All provisions o f the Amended Stipulated Judgment other than the amendments set
forth above remain identical to the provisions o f the Consent Judgment entered on December 18,
2002, and this Stipulation is not intended to and shall not be interpreted as amending any terms
of that Judgment other than those set forth above.
6

IT IS SO STIPULATED.

Portland, Maine 04112 v
Attorney for Household International, Inc.

Dated:
/

Linda J. Conti
Maine Bar No. 3638
Assistant Attorney General
6 State House Station ■
Augusta, Maine 04333-0006
(207)626-8591
Attorney for State o f Maine
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